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NEW MEMBERS APPOINTED TO ASB
At its September 1992 meeting, the AICPA Board of Direc
tors appointed three new members to the fifteen-member
Auditing Standards Board (ASB). In addition to the appoint
ment of the new members, the terms of ASB members
George A. Lewis, Broussard, Poche, Lewis & Breaux, and
Walter R. Bogan, Price Waterhouse, were extended for an
additional year. The new members are profiled below.
Robert E. Fleming is a partner and Director of Audit and
Accounting for the regional firm of Urbach Kahn & Werlin
PC, based in Albany, New York. His responsibilities include
firm-wide quality control, litigation support, and SEC practice
administration. Previously, Mr. Fleming served on the AICPA’s
SECPS Peer Review Committee and the Quality Control
Inquiry Committee. He also currently serves as Urbach Kahn’s
representative on the SECPS Executive Committee. He holds
a B.B.A. degree from Manhattan College and an M.B.A. degree
from New York University Graduate School of Business.
James S. Gerson is a partner with Coopers & Lybrand. As
Director, Audit Policy, in the National Business Assurance
Directorate, he directs the firm’s efforts in developing audit
policies and guidance. Previously, Mr. Gerson was Associate
Chairman of Coopers & Lybrand’s Information Industry
Program. In his many years as a practice partner, he has
served clients in many industries, including communication,
real estate, construction, manufacturing, not-for-profit, and
transportation. He has also served as a lecturer and instructor

of graduate-level courses in accounting information systems at
the State University of New York at Albany. Mr. Gerson holds
a B.A. degree in economics from Western Reserve University
and an M.B.A. from Columbia University.
George F. Patterson, Jr. is a partner in the national account
ing and auditing office of Kenneth Leventhal & Company.
Since 1987, his primary responsibilities have included con
sulting with engagement executives on technical accounting
and auditing issues. His other responsibilities include sup
porting the firm’s professional educational activities and
assisting in setting firm policy in all areas of professional
practice. Mr. Patterson is a member of the Association of
Insolvency Accountants, and the Arizona and California state
societies of CPAs.
The remaining members of the ASB are:

John B. Sullivan, Chairman of the ASB — Deloitte & Touche
Alvin A. Arens — Michigan State University
James E. Brown — Baird, Kurtz & Dobson
Jacob J. Cohen — Walpert, Smullian & Blumenthal
Timothy E. Durbin — Arthur Andersen & Co.
John E. Katzenmeyer — Ernst & Young
Deborah D. Lambert — Johnson, Lambert & Co.
A.V. LaRocca — LaRocca & Co.
D. Edward Martin — Richard A. Eisner & Co.
Edmund R. Noonan — KPMG Peat Marwick

ENVIRONMENTAL ISSUES ROUNDTABLE
The AICPA’s Auditing Standards Division and Accounting
Standards Division convened the Environmental Issues
Roundtable in January 1993 to bring together accounting and
auditing standard-setters, industry representatives, and mem
bers from various organizations such as the Securities and
Exchange Commission and the American Bar Association to

consider environmental issues.
The specific objectives of the Roundtable were to:

• Examine practice problems in applying generally accepted
accounting principles (GAAP) and generally accepted
auditing standards (GAAS) to environment-related financial
statement assertions.
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• Identify environmental issues for which the need for
authoritative accounting and auditing guidance should be
evaluated.
• Provide a starting point for the development of nonauthoritative guidance on applying existing accounting
and auditing guidance to environmental matters (including
Continuing Professional Education (CPE) conferences

After the Roundtable, a task force of the Accounting
Standards Executive Committee began the development
of educational guidance on applying GAAP to environmental
matters. A task force of the ASB will develop practical
GAAS guidance to accompany this accounting guidance.
For a full report on the environmental roundtable, see the
April issue of the Journal of Accountancy. Also, the
roundtable’s proceedings will be available from the AICPA
Order Department (1-800-862-4272) this spring.

ROUNDTABLE

EXPECTATION GAP
In May 1992, the AICPA held the Expectation Gap
Roundtable in Charleston, South Carolina. The roundtable
brought together members of the ASB, the Auditing Standards Sec
tion of the American Accounting Association and representatives
of many organizations to evaluate implementation problems
related to the “Expectation GAP Standards.” These standards (SAS
Nos. 53-61) address what has become known as the “expecta-

tion gap”—the difference between what the public and finan
cial statements users believe auditors are responsible for and
what auditors themselves believe are their responsibilities.
The AICPA is publishing the proceedings of the
Roundtable which will be available from the AICPA Order
Department in June 1993 (Product # 024510) at
1-800-862-4272.

GUIDANCE ISSUED ON PERFORMING AUDITS UNDER
OMB CIRCULARS A-128 AND A-133
internal controls and compliance beyond that required in an
audit in accordance with GAAS.
The two SOPs discuss planning, performing, and reporting
on such audits. Appendices to the statements provide illustra
tive auditor’s reports. The statements may be obtained from
the AICPA Order Department at 1-800-862-4272.
• SOP 92-7, Audits of State and Local Governments Receiv
ing Federal Financial Assistance. Product # 014868.
• SOP 92-9, Audits of Not-for-Profit Organizations Receiving
Federal Awards. Product #014852.

The AICPA recently issued two Statements of Position
(SOPs) to provide guidance to auditors conducting audits in
accordance with OMB Circular A-128, Audits of State and
Local Governments and OMB Circular A-133, Audits of Insti
tutions of Higher Education and Other Nonprofit
Institutions. Those circulars require certain entities that
receive financial assistance from the Federal government to
have an audit of the entity’s financial statements and an audit
of the federal financial assistance. The audit of the federal
financial assistance involves certain additional testing of

TECHNICAL PLAN HIGHLIGHTS
Accounting and Review Services (Staff Aide: JUDITH
SHERINSKY). In November 1992, the Accounting and Review
Services Committee issued Statement on Standards for
Accounting and Review Services (SSARS) No. 7, Omnibus
Statement on Standards for Accounting and Review
Services—1992 (Product # 060664), which amends various
sections of the SSARSs. Significant provisions of SSARS No. 7 —

• Revise the wording of the SSARS compilation and review
reports to clarify that the standards referred to in these
reports are the SSARS.
• Make obtaining a client representation letter a required,
rather than an optional, procedure in a review engagement.
• Exempt a practitioner who types or reproduces financial
statements, without modification, from compiling those
statements.

SSARS No. 7 is effective for periods ending after December
15, 1993. Earlier application is encouraged.
Agreed-Upon Procedures (A. LOUISE WILLIAMSON). The

Agreed-Upon Procedures Task Force is considering amending
or expanding performance and reporting guidance in profes
sional standards for agreed-upon procedures engagements.
The task force is considering the nature, timing, and extent of
agreed-upon procedures in light of the increasing diversity of
such engagements. The task force is considering guidance
concerning the practitioner’s reporting responsibility for both
findings and assurances in such engagements. The task force
is also considering to what extent, if any, internal auditors
may be used in an agreed-upon procedures engagement
under the professional standards and what effect, if any, the
use of internal auditors has on an agreed-upon procedures
report. In addition, the task force is updating the related
issues paper that was presented to the ASB in June 1990 to
identify all instances in the professional standards where
negative assurance based on agreed-upon procedures is
permitted.
Audits of Small Businesses (ALAN WINTERS). The Audit
ing Procedure Study (APS) titled Audits of Small Businesses
is being revised to reflect SAS Nos. 53-62. (APSs provide
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practitioners with nonauthoritative practical assistance con
cerning auditing procedures). The chapters on evaluating
internal controls and on performing analytical procedures
will be revised to discuss the implementation of SAS Nos. 55
and 56, Consideration of the Internal Control Structure in a
Financial Statement Audit and Analytical Procedures,
respectively, in small business audits. Other changes will be
made throughout the study to provide guidance that is consis
tent with recently-issued standards. The revised APS will be
available in the second quarter of 1993.
Audit Sampling (DOUG SAUTER). A task force is developing
an APS to replace the Audit Sampling Audit and Accounting
Guide. The APS will provide better “how to” guidance for
applying SAS No. 39, Audit Sampling. The task force will also
consider whether the ASB should issue an interpretation or
amendment to SAS No. 39 to clarify its applicability. The APS
is expected to be available in the second quarter of 1993.
Auditing “Soft” Accounting Information (JUDITH

SHERINSKY). A task force was formed to evaluate issues relat
ing to auditing “soft” financial statement information and to
determine whether existing auditing literature is appropriate.
The issues investigated by the task force are restricted to
those involving accounting standards and proposed account
ing standards to evaluate the application of existing auditing
guidance to estimates included in those standards. The task
force plans to begin evaluating these issues in the second
quarter of 1993.
Compliance Attestation (WALT CONN). The ASB has devel

oped a general compliance attestation standard that will apply
to audits of certain entities subject to compliance audit
requirements and will eliminate the need to revise profes
sional standards when new compliance audit requirements
are issued. The draft has been balloted for exposure by the
ASB and will be published in April 1993 as a proposed State
ment on Standards for Attestation Engagements (SSAE) titled
Compliance Attestation (Product # 800046).
Computer Auditing (JANE MANCINO). The Computer
Auditing Subcommittee is currently drafting two APSs. The
first addresses the possible effects of advanced EDP systems
on the auditor’s consideration of an entity’s internal control
structure over financial reporting. The second updates the
guidance in the Audit and Accounting Guide, ComputerAssisted Audit Techniques. Both studies are expected to be
published in the third quarter of 1993.

Environmental Auditing Issues (WALT CONN). A task
force was formed to monitor the activities of: (1) the AICPA’s
Environmental Accounting Task Force; (2) the International
Auditing Practices Committee; and (3) standard-setting bodies
in other countries and to continuously evaluate the need for
auditing guidance related to environmental matters.
Financial Forecasts and Projections (WALT CONN). The

Forecasts and Projections Task Force monitors and addresses
problems encountered in implementing the guidance in the

Statement on Standards for Accountants’ Services on
Prospective Financial Information. An updated AICPA Audit
and Accounting Guide, Guide for Prospective Financial
Information, was published in March 1993.
Internal Control Guidance (ALAN WINTERS). A task force
was formed to propose necessary revisions to SAS No. 55,
Consideration of the Internal Control Structure in a Finan
cial Statement Audit, to reconcile with the Committee of
Sponsoring Organizations (COSO) of the Treadway Commis

sion’s Report titled Internal Control — Integrated
Framework. The task force will also consider whether revi
sion to other related professional standards is necessary. The
task force began addressing these issues in March 1993.
Letters to Underwriters (JANE MANCINO). In February
1993, the ASB issued SAS No. 72, Letters to Underwriters
and Certain Other Requesting Parties. This statement
(1) broadens the availability of comfort letters, and
(2) requires the accountant to perform a review under SAS
No. 71, Interim Financial Information, to provide negative
assurance in a comfort letter on interim financial information
Reporting on Internal Control (A. LOUISE WILLIAMSON). In

May 1993, the ASB will issue a SSAE titled Reporting on an
Entity’s Internal Control Structure Over Financial Reporting
(Product # 023056, available after May 1, 1993). The SSAE
supersedes SAS No. 30, Reporting on Internal Accounting Con
trol, and has been revised to incorporate comments received.
The task force discussed the revised exposure draft at the
December 1992 ASB meeting with the ASB agreeing to ballot
the document for issuance as a final SSAE. A final SSAE is
expected to be issued in May 1993. The task force also closely
monitored the Committee of Sponsoring Organizations (COSO)
of the Treadway Commission’s project on developing integrated
guidance on internal controls and the SEC project requiring
management reporting about the adequacy of internal controls.
(A final COSO report was issued in September 1992.)
SAS No. Il Guidance Task Force (JEANNIE MEBUS). The
SAS No. 11 Guidance Task Force was formed to consider
whether the guidance in SAS No. 11, Using the Work of a
Specialist, continues to be appropriate. The task force devel
oped a proposed revision to SAS No. 11 which incorporates
the conclusions in the two interpretations into the body of
the SAS and also refines the guidance on using a specialist
who is related to the client. The ASB voted to ballot the docu

ment for issuance as a proposed SAS. An exposure draft SAS
was issued April 7,1993 (Product # 800049).
SAS No. 59 Guidance Task Force (JUDITH SHERINSKY).
The task force is considering issues related to SAS No. 59, The
Auditor’s Consideration of an Entity’s Ability to Continue

as a Going Concern, to determine whether there is a need
for additional guidance in the form of amendment or interpre
tation of SAS No. 59. In November 1992 the task force
presented an issues paper to the ASB to familiarize members
Editor:
Jeannie Mebus
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Lori Swanberg
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with issues being considered, and to obtain direction from
the ASB. The task force will respond to recommendations
made by the ASB at an upcoming ASB meeting.

SAS No. 68 Revision (DOUG SAUTER). To consider revisions
to SAS No. 68, Compliance Auditing Applicable to Govern
mental Entities and Other Recipients of Federal Financial
Assistance, as a result of newly issued guidance in SOP 92-7,
Audits of State and Local Governmental Entities Receiving
Federal Financial Assistance, SOP 92-9, Audits of Not-forProfit Organizations Receiving Federal Awards, and the draft
proposed revisions to the GAO’s Government Auditing
Standards. The task force would also consider whether any
of the guidance currently in SAS No. 68 should be removed
from the statement and incorporated into other related
professional standards, such as SAS No. 54, Illegal Acts by Clients.

SAS No. 70 Auditing Procedure Study (JUDITH SHERINSKY).
The SAS No. 70 Auditing Procedure Study (APS) Task Force is
drafting an APS that will provide guidance to auditors on
implementing SAS No. 70, Reports on the Processing of
Transactions by Service Organizations. The APS will provide
guidance to service auditors on performing and reporting on
a service auditor’s engagement and to user auditors on
(1) determining whether to obtain a service auditor’s report,
and (2) using a service auditor’s report in the audit of the

financial statements of a user organization. Examples of ser
vice organizations are bank trust departments that invest and
hold assets for employee benefit plans and data processing
centers that process transactions and related data for others.
SAS No. 70 became effective for service auditors’ reports
dated after March 31, 1993.

